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ACTION;  Notice  of  Proposed  Rule- 
making. 

SUMMARY:  The  Economic  Regula¬ 
tory  Adminkstration  (ERA)  is  publish¬ 
ing  this  propo.sed  rule  for  action  by 
the  Federal  Energy  Regulatory  Com¬ 
mission  (the  Commission),  pursuant  to 
section  403  of  the  Department  of 
Energy  Organization  Act  (DOE  Act). 
The  proposed  rule  would  encourage 
and  facilitate  the  issuance  by  the 
Commission  of  one  year  certificates  of 
public  convenience  and  necessity,  in¬ 
cluding  temporary  certificates,  under 
section  7(c)(1)  of  the  Natural  CJas  Act. 
authorizing  the  transportation  of  nat¬ 
ural  gas  purchased  by  end-users  in 
order  to  displace  fuel  oil. 

Pursuant  to  section  403(b)  of  the 
DOE  Act.  ERA  is  requiring  the  Com¬ 
mission  to  take  final  action  on  this 
propo.sed  rule  by  May  17,  1979.  The 
Commission  will  shortly  announce  by 
notice  in  the  Federal  Register  the 
comment  and  public  hearing  proce¬ 
dures  to  be  followed  in  connection 
with  this  rulemaking.  Shortly,  ERA 
will  publish  its  own  proposed  rule  es¬ 
tablishing  the  procedures  to  be  fol¬ 
lowed  by  the  ERA  Administrator  for 
certification  to  the  Commission  of  the 
u.se  of  natural  gas  for  fuel  oil  displace¬ 
ment. 

DATES;  Commission  to  take  final 
action  by  May  17,  1979.  Dates  for  com¬ 
ments  and  public  hearings  to  be  deter¬ 
mined  later. 

FOR  FURTHER  INFORMATION 
CONTACT; 

Lynne  H.  Church,  Division  of  Natu¬ 
ral  Gas  Regulations.  Economic  Reg¬ 
ulatory  Administration.  2000  M 
Street.  N.W..  Room  3308.  Washing¬ 
ton.  D.C.  20461, (202) 632-4721. 

James  G.  Beste.  Office  of  the  Gener¬ 
al  Counsel,  Department  of  Energy, 
Room  7140,  12th  &  Pennsylvania 
Avenue,  N.W.,  Washington,  D.C. 
20461, (202) 633-8788. 

SUPPLEMENTARY  INFORMATION; 

I.  Background. 

II.  Discussion  of  the  Rule. 

III.  Procedures  for  Completion  of  Final 
Action. 

IV.  Environmental  and  Regulatory  Analy¬ 
ses. 


I.  Background 

There  is  an  urgent  and  immediate 
need  to  reduce  the  Nation's  reliance 
on  oil  imports.  The  adverse  effects  of 
that  reliance  on  the  Nation's  security 
of  energy  supplies,  balance  of  pay¬ 
ments,  and  domestic  inflation  rate  re¬ 
quire  strong  action.  The  recent  tight¬ 
ening  of  world  oil  supplies  and  in¬ 
creases  in  international  oil  prices  re¬ 
quire  that  we  give  near  term  import 
reduction  the  highest  priority. 

Increased  use  of  present  supplies  of 
natural  gas  is  one  of  the  most  effective 
means  of  reducing  oil  consumption  in 
the  near  term.  Expanded  use  of  gas 
will  help  the  United  States  meet  its 
commitments  to  reduce  the  demand 
for  imported  oil  together  with  the 
other  member  nations  of  the  Interna¬ 
tional  Energy  Agency.  It  will  also 
cushion  any  oil  shortages,  as  well  as 
soften  the  impact  of  imported  oil 
prices  on  the  Nation’s  balance  of  pay¬ 
ments  and  inflation  rate.  This  pro¬ 
posed  rule  is  designed  to  meet  that 
need,  by  encouraging  and  facilitating 
the  filing  of  applications  to  transport 
oil  displacement  gas. 

The  Commission  has  already  taken 
steps  providing  for  the  transportation 
of  direct  purchase  gas.  For  example, 
the  Commission’s  regulation  imple¬ 
menting  section  311(a)(1)  of  the  Natu¬ 
ral  Gas  Policy  Act  of  1978  (NGPA)  (18 
CFR  284.101  et  seg.)  authorizes  the 
transportation  of  natural  gas  by  inter¬ 
state  pipeline  companies  on  behalf  of 
intrastate  pipeline  and  local  distribu¬ 
tion  companies  without  prior  Commis¬ 
sion  approval.  Under  that  regulation 
an  intrastate  pipeline  or  a  local  distri¬ 
bution  company  selling  gas  directly  to 
an  end-user,  or  transporting  gas  for  a 
producer  who  has  sold  to  an  end-user, 
may  arrange  for  an  interstate  pipeline 
company  to  transport  the  gas  on  its 
behalf.  In  addition.  Federal  Power 
Commission  Orders  No.  533  and  533A 
and  Federal  Energy  Regulatory  Com¬ 
mission  Order  No.  2  provide  for  the  is¬ 
suance  of  certificates  for  the  transpor¬ 
tation  by  interstate  pipeline  compa¬ 
nies  of  gas  purchased  directly  from 
producers  by  high  priority  commercial 
and  industrial  users.  The  Commission 
is  currently  considering  a  new  direct 
purchase  rule  for  certain  high  priority 
and  essential  agricultural  users 
(Docket  No.  RM79-18). 

None  of  those  rules,  however,  pro¬ 
vides  a  vehicle  for  lower  curtailment 
priority  industrial  users  or  electric 
utilities  to  arrange  for  transportation 
by  interstate  pipeline  companies  of  gas 
purchased  directly  from  producers  for 
fuel  oil  displacement.  In  addition, 
there  may  be  circumstances  where  the 
tranportation  by  an  interstate  pipeline 
company  of  gas  purchased  directly  by 
end-users  from  an  intrastate  pipeline 
or  a  local  distribution  company,  or  gas 


purchased  from  a  producer  who  ar¬ 
ranges  for  an  intrastate  pipeline  or  a 
local  distribution  company  to  distrib¬ 
ute  the  gas.  does  not  qualify  under 
section  311(a)(1)  of  the  NGPA.  There 
may  also  be  circumstances  where  the 
interstate  pipeline  company,  although 
eligible,  chooses  not  to  use  the  section 
311(a)(1)  authority. 

The  rule  we  are  proposing,  there¬ 
fore.  fills  a  significant  gap  in  existing 
natural  gas  regulations.  By  authoriz¬ 
ing  the  issuance  of  transportation  cer¬ 
tificates  by  the  Commission  for  oil  dis¬ 
placement  uses  certified  by  the  ERA 
Administrator,  the  proposed  rule  en¬ 
courages  and  facilitates  the  movement 
of  gas  to  users  who  are  in  a  position  to 
switch  from  fuel  oil.  but  who  other¬ 
wise  would  not  have  been  able  to  take 
advantage  of  Commission  regulations 
allowing  transport  of  the  gas.  This 
pro[>osal  reflects  a  cooperative  effort 
between  the  Commission  and  ERA  to 
confront  our  national  need  to  reduce 
reliance  on  oil  imports.  It  follows  the 
precedent  set  during  the  coal  strike  of 
1978,  where  ERA  issued  guidelines  for 
certifying  electric  utilities  which  were 
unable  to  obtain  coal,  but  had  the  ca¬ 
pacity  to  burn  gas,  or  which  could 
wheel  power  to  coal  shortage  areas  (43 
F.R.  11748,  March  21.  1978),  The  Com¬ 
mission  issued  a  companion  rule  (18 
CFR  157.42)  allowing  the  issuance  of 
limited  transportation  certificates  for 
movement  of  natural  gas  to  the  ERA 
certified  utilities. 

This  proposed  rule,  the  text  of 
which  was  sent  to  the  Chairman  of 
the  Commission  by  Secretary  of 
Energy  Schlesinger  (see  attached 
letter)  on  March  13,  1979,  w'ould  im¬ 
plement  section  7(c)(1)  of  the  Natural 
Gas  Act  (NGA).  That  section  provides 
that  natural  gas  companies  must 
obtain  a  Commission  certificate  of 
public  convenience  and  necessity  for 
the  interstate  transportation  of  natu¬ 
ral  gas.  Section  7(c)(1)(B)  of  the  NGA 
establishes  the  procedural  require¬ 
ments  for  the  Commission’s  considera¬ 
tion  of  certificate  applications,  and 
allows  the  Commission  to  issue  tempo¬ 
rary  certificates  without  notice  or 
hearing  in  certain  circumstances, 
pending  the  final  determination  of  the 
certificate  application. 

Section  403  of  the  DOE  Act  autho¬ 
rizes  the  Secretary  of  Energy  to  pro¬ 
pose  rules  for  Commission  action  re¬ 
garding  certain  Commission  functions, 
including  it  certificate  functions  under 
section  7  of  the  NGA,  and  to  set  a  rea¬ 
sonable  time  limit  for  completion  of 
Commission  action.  The  Secretary’s 
authority  to  propose  rules  under  sec¬ 
tion  403  was  delegated  to  the  ERA  Ad¬ 
ministrator  by  Department  of  Energy 
Delegation  Order  No.  0204-4  (42  FR 
60726).  This  is  the  first  time  that  DOE 
has  exercised  its  authority  under  sec¬ 
tion  403. 
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II.  Discussion  of  the  Rule 

Under  this  proposed  rule,  any  inter¬ 
state  pipeline  company  may  file  an  ap¬ 
plication  with  the  Commission  for  a 
certificate  to  transport  natural  gas 
purchased  by  an  “eligible  user”  from 
an  “eligible  seller”  (§  157.200).  An  “eli¬ 
gible  users”  would  be  any  user  who 
consumes  gas  for  fuel  oil  displacement 
as  certified  by  the  ERA  Administrator 
(section  157.202(e)).  An  “eligible 
seller”  would  be  any  willing  seller, 
excep*  an  interstate  pipeline  compa¬ 
ny— to  the  extent  that  it  would  be  sell¬ 
ing  gas  committed  or  dedicated  to  inter¬ 
state  commerce  on  November  8,  1978, 
within  the  meaning  of  section  2(  18)  of 
the  NGPA.  The  exclusion  of  certain 
sales  by  interstate  pipeline  companies 
could  be  waived  by  the  Commission 
upon  a  showing  of  public  interest.  An 
application  could  include  a  request  for 
a  temporary  transportation  certificate 
which  the  Commission  may  issue  with¬ 
out  notice  or  hearing  (§  157.201(b)). 

Under  the  proposed  rule,  applica¬ 
tions  for  transportation  certificates, 
including  temporary  certificates,  could 
not  be  granted  by  the  Commission 
unless  the  ERA  Administrator  had 
certified  that  the  gas  to  be  transport¬ 
ed  would  displace  fuel  oil 
(§  157.204(a)).  Transportation  certifi¬ 
cates  could  be  issued  for  a  period  of  up 
to  one  year  (§  157.204(b))  and  renewed 
for  an  additional  year  upon  reapplica¬ 
tion  (§  157.204(c)).  Transportation  cer¬ 
tificates  would  be  effective  only  so 
long  as  consumption  of  the  gas  in 
question  displaces  fuel  oil  and  the  cer¬ 
tificated  interstate  pipeline  company 
operates  in  accordance  with  the  order 
Lssuing  the  certificate,  the  NGA,  and 
applicable  Commission  rules,  regula¬ 
tions,  and  orders.  For  good  cause 
shown,  the  Commission  would  be  au¬ 
thorized  to  terminate  a  certificate  at 
any  time  (§  157.204(f)).  Transportation 
rates  shall  be  charged  as  provided  in 
Part  284  of  this  chapter  (§  157.204(h)). 

No  participants  in  transactions  con¬ 
templated  by  this  rule,  whether  as 
buyers,  sellers,  or  transporters  of  gas. 
should  be  penalized  in  any  future  cur¬ 
tailment  proceeding  as  a  result  of  such 
participation.  Therefore,  the  natural 
gas  transported  under  this  proposed 
rule  would  not  be  considered  as  either 
a  gas  supply  or  market  in  the  Commis¬ 
sion’s  determination  of  an  interstate 
pipeline  company’s  requirements  in 
any  future  curtailment  proceeding 
(§  157.205).  In  addition,  in  order  to  en¬ 
courage  maximum  participation  in 
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this  program,  the  Commission  would 
not  assert  any  jurisdiction  over  an  in¬ 
trastate  pipeline  or  local  distribution 
company  participating  in  the  sale  or 
transportation  of  gas  to  an  “eligible 
user,”  except  as  otherwise  provided  in 
this  proposed  rule  (§  157.206(a)). 

This  proposed  rule  should  be  read  in 
conjunction  with  the  proposed  rule 
that  ERA  will  issue  shortly  regarding 
its  certification  of  the  use  of  gas  for 
fuel  oil  displacement  Under  the  rule, 
any  end-user  that  intends  to  purchase 
natural  gas  directly  from  an  “eligible 
seller”  to  displace  fuel  oil  could  apply 
to  the  ERA  Administrator  for  a  certifi¬ 
cation  of  “eligible  use.”  If  the  Admin¬ 
istrator  determined  that  a  proposed 
purchase  of  gas  is  for  an  “eligible  use,” 
he  would  transmit  his  certification  di¬ 
rectly  to  the  Commission  with  a  copy 
to  the  applicant.  This  certification  is  a 
prerequisite  to  the  granting  by  the 
Commission  of  a  transportation  certif¬ 
icate  under  this  proposed  rule. 

III.  Procedures  for  Completion  of 

Final  Action 

Pursuant  to  section  403(b)  of  the 
DOE  Act,  ERA  is  requiring  the  Com¬ 
mission  to  take  final  action  on  this 
proposed  rule  by  May  17,  1979.  Howev¬ 
er,  given  the  urgent  need  to  reduce  our 
reliance  on  oil  imports,  we  urge  the 
Commission  to  issue  the  proposed  rule 
as  an  interim  final  rule,  effective  im¬ 
mediately,  with  provision  for  later 
modifications  after  consideration  of 
public  comments.  If  the  Commission 
Issues  an  interim  final  rule,  we  will 
likewise  issue  our  rule  on  certification 
of  eligible  uses  in  final  form  immedi¬ 
ately.  The  Commission  will  shortly  an¬ 
nounce,  by  notice  in  the  Federal  Reg¬ 
ister.  the  comment  procedures  to  be 
followed  in  connection  with  this  rule- 
making. 

IV.  Environmental  and  Regulatory 

Analyses 

Due  to  the  urgent  need  to  take  im¬ 
mediate  action  to  reduce  the  Nation’s 
dependence  on  oil  Imports,  this  rule  is 
being  proposed  prior  to  the  comple¬ 
tion  by  ERA  and  the  Commission  of 
an  environmental  analysis.  Upon  com¬ 
pletion  by  ERA  and  the  Commission 
of  their  review  of  this  proposed  rule 
pursuant  to  their  responsibilities 
under  the  National  Environmental 
Policy  Act  of  1969  (42  U.S.C.  4321,  et 
seq.),  the  two  agencies  will  publish 
their  findings  in  the  Federal  Regis¬ 
ter. 
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Because  the  Commission  is  the 
agency  which  will  take  final  action  on 
this  proposed  rulemaking,  a  regulatory 
analysis  within  the  meaning  of  DOE 
Directive  Order  2030,  December  18, 
1978,  implementing  Executive  Order 
No.  12044  on  improving  government 
regulations,  has  not  been  prepared  by 
ERA.  Furthermore,  we  are  currently 
evaluating  whether  a  regulatory  anal¬ 
ysis  is  required  for  our  own  rule  on 
certification  of  eligible  uses,  and.  if  so. 
it  would  encompass  the  scope  of  this 
proposed  rule  as  well  as  that  of  our 
certification  rule. 

(Department  of  Energy  Organization  Act, 
Pub.  L.  No.  95-91,  91  Stat.  565  (42  U.S.C. 
7101).  Department  of  Energy  Delegation 
Order  No.  0204-4  (42  FR  60726).) 

In  consideration  of  the  foregoing,  it 
is  proposed  to  amend  Part  157  of 
Chapter  I  of  Title  18,  Code  of  Federal 
Regulations,  by  adding  a  new  Sub¬ 
chapter  F,  as  set  forth  below. 

Issued  in  Washington.  D.C..  March 
18.  1979. 

David  J.  Bardin, 
Administrator, 

Economic  Regulatory  Administration. 

SUBCHAPTER  F— TRANSPORTATION  CERTIFI- 
CATES  FOR  FUEL  OIL  DISPLACEMENT  GAS 
UNDER  SECTION  7(c}  OF  THE  NATURAL  GAS 
ACT 

Sec. 

157.200  Applicability. 

157.201  General  rule. 

157.202  Definitions. 

157.203  Application  requirements. 

157.204  General  conditions. 

157.205  Treatment  of  this  gas  in  curtail¬ 
ment  plans. 

157.206  Special  conditions. 

Authority:  Depatment  of  Energy  Organi¬ 
zation  Act,  Pub.  L.  No.  95-91,  91  Stat.  565 
(42  U.S.C.  7101).  Department  of  Energy  Del¬ 
egation  Order  No.  0204-4  (42  FR  60726). 

SUBCHAPTER  F— TRANSPORTATION  CERTIFI¬ 
CATES  FOR  FUEL  OIL  DISPLACEMENT  GAS 
UNDER  SECTION  7(c)  OF  THE  NATURAL  GAS 
ACT 

§  157.200  .Applicability. 

This  subpart  implements  section 
7(c)(1)  of  the  Natural  Gas  Act  to  pro¬ 
vide  for  the  issuance  of  certificates  of 
public  convenience  and  necessity  au¬ 
thorizing  the  transportation  of  natu¬ 
ral  gas  purchased  directly  from  eligi¬ 
ble  sellers  by  eligible  end-users  in 
order  to  displace  fuel  oil. 

§  137.201  General  rule. 

(a)  Applications.  Any  interstate 
pipeline  company  may  file  an  applica- 


FEDERAL  REGISTER,  VOL  44,  NO.  57— THURSDAY,  MARCH  22,  1979 


17646 


PROPOSED  RULES 


tion  as  described  in  §  157.203  for  a  cer¬ 
tificate  to  transport  natural  gas  pur¬ 
chased  by  an  eligible  end-user  from  an 
eligible  seller. 

(b)  Temporary  certificates.  An  appli¬ 
cation  may  include  a  request  for  a 
temporary  transportation  certificate. 
Any  request  for  a  temporary  certifi¬ 
cate  shall  be  processed  pursuant  to 
section  7(cKl>(b)  of  the  Natrual  Gas 
Act.  The  Commission  may  issue  the 
temporary  certificate  without  notice 
or  hearing. 

(1)  If  the  application  for  a  tempo¬ 
rary  transportation  certificate  is  suffi¬ 
cient  on  its  face,  a  temporary  certifi¬ 
cate  may  be  issued  by  the  Director  of 
the  Office  of  Pipeline  and  Producer 
Regulation  pursuant  to  his  authority 
under  §  3.5ff)(l)(iv)  of  this  chapter. 

(2)  The  interstate  pipeline  company 
may.  within  15  days  of  the  date  of  is¬ 
suance.  file  in  writing  its  acceptance  or 
rejection  of  the  temporary  certificate. 
If  no  acceptance  or  rejection  has  been 
filed  within  the  15  days,  the  tempo¬ 
rary  certificate  shall  be  deemed  to 
have  been  accepted.  Such  temporary 
certificate  shall  be  effective  (a)  on  the 
date  the  Commission  received  accept¬ 
ance,  or  (b)  on  the  fifteenth  day  after 
issuance  if  no  acceptance  or  rejection 
is  filed  within  the  15  days,  or  (c)  on 
such  other  date  as  may  be  prescribed 
by  the  Commission. 

§  1.57.202  IKTinitions. 

For  the  purposes  of  this  subpart,  the 
terms: 

(a)  “Administrator”  means  the  Ad¬ 
ministrator  of  the  Economic  Regula¬ 
tory  Administration: 

(b)  “Certificate”  means  any  certifi¬ 
cate  of  public  convenience  and  neces- 
.sary  for  tranportation  issued  under 
this  subpart: 

(c)  “Eligible  seller”  means  any  will¬ 
ing  seller  of  natural  gas.  except  an  in¬ 
terstate  pipeline  company  to  the 
extent  that  the  natural  gas  sold  by  the 
interstate  pipeline  company  was  com¬ 
mitted  or  dedicated,  as  defined  in  sec¬ 
tion  2(18)  of  the  Natural  Gas  Policy 
Act  of  1978,  on  November  8,  1978; 

(d)  “Eligible  use”  means  any  use  of 
natural  gas  certified  by  the  Adminis¬ 
trator  to  be  us  for  fuel  oil  displace¬ 
ment  pursuant  to  the  ERA  special  rule 
for  certification  of  eligible  use  of  natu¬ 
ral  gas  to  displace  fuel  oil: 

(e)  "Eligible  user”  means  any  person 
who  consumes  natural  gas  for  an  eligi¬ 
ble  use. 

§  1.57.203  Application  requirements. 

All  applications  for  transportation 
certification  pursuant  to  this  subpart 
shall; 

(a)  Indicate  the  total  volume  of  nat¬ 
ural  gas  to  be  transported  under  the 
proposed  certificate  and  estimated 
peak  day  and  average  day  volumes: 


(b)  Include  a  statement  by  the  inter¬ 
state  pipeline  company  that  it  is  has 
capacity  sufficient  to  perform  the 
transportation  service  without  detri¬ 
ment  or  disadvantage  to  any  existing 
customers: 

(c)  Provide  a  copy  of  the  proposed 
transportation  agreement  and  the  pro¬ 
posed  transportation  rate,  together 
with  a  breakdown  and  justification  of 
the  proposed  rate  level  to  the  extent 
indicated  in  §284.106  of  this  chapter 
for  interstate  pipeline  companies  or 
§284.126  of  this  chapter  for  intrastate 
pipeline  companies: 

(d)  Include  a  statement  by  any  local 
distribution  company  participating  in 
the  transportation  of  the  gas  to  the 
end-use  that  it  has  capacity  sufficient 
to  perform  the  transportation  service 
without  detriment  or  disadvantage  to 
its  other  customers: 

(e)  Provide  a  copy  of  the  gas  pur¬ 
chase  contract  with  the  eligible  seller 
underlying  the  proposed  transporta¬ 
tion; 

(f)  Provide  a  certified  copy,  if  one 
has  been  obtained,  of  any  currently  ef¬ 
fective  determination  by  a  jurisdic¬ 
tional  agency  under  section  503  of  the 
Natural  Gas  Policy  Act  of  1978  and 
Part  274  of  this  chapter  applicable  to 
the  natural  gas  to  be  tran.sported: 

(g)  Describe  any  facilities  that  will 
be  constructed  in  order  to  provide  the 
services,  as  well  as  any  other  facilities 
that  will  be  utilized,  and  specify  their 
location.  For  purposes  of  this  para¬ 
graph,  there  is  no  requirement  that 
omission  of  other  filing  requirements 
be  justified.  For  purposes  of  this  para¬ 
graph,  the  following  provisions  are 
waived: 

(1)  18  CFR  157.13-Form  of  exhibits 
to  be  attached  to  applications: 

(2)  18  CFR  157.14-Exhibits 

(3)  18  CFR  Part  159— Fees  and 
annual  charges  under  the  Natural  Gas 
Act: 

(4)  18  CFR  Part  201— Uniform 
system  of  accounts  for  natural  gas 
companies:  and 

(5)  18  CFR  Part  260— Statements 
and  reports  (schedules); 

(h)  If  an  intermediary  partiepates  in 
the  transaction  between  the  eligible 
end-user  and  the  eligible  seller  and 
charges  a  fee.  indicate  the  amount  of 
the  fee  and  terms  of  payment  and  the 
intermediary’s  affiliation,  if  any.  with 
the  eligible  seller  or  the  interstate 
pipeline  company; 

(i)  If  either  the  eligible  seller  or  the 
eligible  end-user  assumes  the  cost  of 
the  construction  of  any  gathering 
facilities  in  order  to  consummate  the 
purchase,  provide  the  cost,  terms  of 
payment,  ownership,  and  date  of  con¬ 
struction  of  the  facilities;  and 

(j)  Provide,  as  soon  as  available,  a 
copy  of  the  certification  of  eligible  use 
issued  by  the  Administrator. 


FEDERAL  REGISTER,  VOL  44,  NO.  57— THURSDAY,  MARCH  22,  1979 


PROPOSED  RULES 


17647 


§  157.2UI  (General  conditions. 

(a)  Certification  of  eligible  use  by  the 
Administrator.  Applications  for  trans¬ 
portation  certificates,  including  tem¬ 
porary  certificates,  under  this  subpart 
shall  not  be  granted  by  the  Commis¬ 
sion  unless  the  Administrator  pursu¬ 
ant  to  ERA’S  special  rule  for  certifica¬ 
tion  of  eligible  use  of  natural  gas  to 
displace  fuel  oil  has  certified  that  con¬ 
sumption  of  the  natural  gas  proposed 
to  be  transported  is  an  eligible  use. 

(b)  Term.  Transportation  certificates 
under  this  subpart  may  be  issued  for  a 
term  of  up  to  1  year. 

(c)  Renewal.  Transportation  certifi¬ 
cates  issued  under  this  subpart  may  be 
renewed  for  an  additional  year  upon 
reapplication  within  60  days  of  their 
expiration.  The  application  for  renew’- 
al  shall  include  a  recertification  of  eli¬ 
gible  use  by  the  Administrator. 

(d)  Extension  of  term  for  take-or-pay 
users.  If  an  eligible  end-user  is  unable 
to  receive  natural  gas  supplies  for 
which  it  has  paid  under  a  take-or-pay 
provision  in  the  underlying  sales  con¬ 
tract,  the  transporting  interstate  pipe¬ 
line  companies  may  file  a  request  for  a 
90  day  extension  of  the  certificate  au¬ 
thorization.  The  request  .shall  include 
a  statement  of  the  undelivered  vol¬ 
umes  and  the  time  necessary  to  com¬ 
plete  delivery  thereof.  Upon  receipt  of 
a  letter  from  the  Secretary  of  the 
Commission  acknowledging  a  filing  for 
such  purposes,  the  requested  exten¬ 
sion  shall  be  deemed  approved. 

(e)  -  Acceptance  of  certificate.  The 
certificate  shall  be  void  and  without 
force  or  effect  unless  accepted  in  writ¬ 
ing  by  the  interstate  pipeline  company 
within  15  da.vs  from  the  issue  date  of 
the  order  issuing  such  certificate. 

(f)  Termination.  The  transportation 
certificate  issued  to  the  interstate 
pipeline  company  is  not  transfcrrable 
in  any  manner  and  shall  be  effective 
only  so  long  as  the  natural  gas  is  con¬ 
sumed  for  elegible  use  and  the  inter¬ 
state  pipeline  company  continues  the 
operations  authorized  by  the  order  is¬ 
suing  such  certificate  and  in  accord¬ 
ance  with  the  provisions  of  the  Natu¬ 
ral  Gas  Act.  as  well  as  the  applicable 
rules,  regulations,  and  orders  of  the 
Commission.  The  Commission  may, 
for  good  cause  shown,  terminate  the 
certificate  at  any  time. 

(g)  Supplemental  filing.  The  eligible 
end-user  shall  file  a  report  with  both 
the  Commission  and  the  Administra¬ 
tor  withn  60  days  of  the  termination 
or  expiration  of  the  certificate,  con¬ 
taining; 

(1)  The  total  amount  of  natural  gas 
consumed  during  the  term  of  the  cer¬ 
tificate. 

(2)  The  actual  monthly  volume  in 
barrels  of  each  type  of  fuel  oil  dis¬ 
placed  during  the  term  of  the  certifi¬ 
cate. 


(3)  The  average  delivered  cost  per 
Mcf  paid,  itemized  by  amounts  paid  to: 

(i)  The  producer, 

(ii)  Elach  pipeline  company  and  dis¬ 
tributor  involved  in  transporting  the 
natural  gas.  and 

(iii)  Any  other  parties,  and 

(4)  The  volumes  of  each  type  of  fuel 
oil  displaced  which  have  been  retained 
in  the  end-users  inventory  or  other¬ 
wise  remain  at  the  end-user’s  disposal. 

(h)  Rates  and  charges.  The  rates  for 
transportation  by  any  interstate  or  in¬ 
trastate  pipeline  companies  will  be 
charged  in  accordance  with  Part  284 
of  this  chapter. 

§  1.57.203  Treatment  of  this  gas  in  curtail¬ 
ment  plans. 

All  volumes  of  natural  gas  purchased 
from  an  eligible  seller  for  an  eligible 
use  and  transported  by  an  interstate 
pipeline  company  pursuant  to  a  trans¬ 
portation  certificate  granted  under 
this  subpart  shall  not  be  considered  as 
either  a  gas  supply  or  market  in  a  de¬ 
termination  of  an  interstate  pipeline 
company’s  customer’s  requirements 
for  present  or  future  allocations  of 
natural  gas  during  periods  of  natural 
gas  curtailment. 

§  1.57.206  Special  conditions. 

(a)  The  Commission  shall  not  assert 
any  jurisdiction,  except  to  the  extent 
provided  in  this  subpart,  over  any  in¬ 
trastate  pipeline  or  local  distribution 
company  which  participates  in  the 
sale  or  transportation  to  an  eligible 
user  of  natural  gas  transported  pursu¬ 
ant  to  this  subpart;  and 

(b)  The  Commmission  may  waive 
the  §  157.202(c)  exclusion  of  sales  of 
certain  natural  gas  by  interstate  pipe¬ 
line  companies  upon  a  showing  the 
waiver  is  in  the  public  interest. 

Department  of  Energy 

Washington,  D.C. 

March  13,  1979. 

Dear  Mr.  Curtis:  I  am  enclosing  for 
the  information  of  the  Federal  Energy 
Regulatory  Commission,  a  rule  which 
the  Department  of  Energy  will  shortly 
propose  pursuant  to  Section  403  of  the 
Department  of  Energy  Organization 
Act.  The  rule  will  facilitate  and  en¬ 
courage  the  transportation  by  inter¬ 
state  pipeline  companies  of  natural 
gas  purchased  directly  by  end-users 
for  the  displacement  of  fuel  oil. 

There  is  an  urgent  national  need  to 
reduce  our  demand  for  oil  imports  im¬ 
mediately.  As  I  stated  in  my  February 
27,  1979,  letters  to  you  and  the  other 
commissioner,  “ttlhe  detrimental 
effect  of  such  imports  on  our  security 
and  balance  of  payments  is  reason 
enough  to  take  firm  action.”  The 
recent  tightening  of  world  oil  supplies 
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and  increases  in  international  oil 
prices,  partly  flowing  form  the  politi¬ 
cal  development  in  Iran,  make  it  essen¬ 
tial  that  near-term  import  reduction 
be  given  the  highest  priority. 

The  increased  use  of  present  sup¬ 
plies  of  natural  gas  is  potentially  one 
of  the  most  effective  means  of  reduc¬ 
ing  oil  consumption  in  the  near  term. 
Use  of  this  gas  will  be  important  in 
helping  the  U.S.  meet  its  commitment 
to  reduce  the  demand  for  imported  oil 
together  with  the  other  member  na¬ 
tions  of  the  International  Energy 
Agency.  An  expanded  use  of  gas  will 
not  only  lessen  the  need  for  oil  im¬ 
ports  and  cushion  any  oil  shortages, 
but  will  also  mitigate  the  impact  of 
ever  increasing  foreign  oil  prices  on 
the  nationa’s  balance  of  payments  and 
the  domestic  inflation  rate.  While  we 
encourage  increasing  general  system 
supply  of  interstate  pipeline  compa¬ 
nies,  we  recognize  that  facilitating  the 
transportation  of  direct  purchase  gas 
to  end-users  who  are  abie  to  displace 
fuel  oil  would  optimize  the  gas  use. 

The  Commission  already  has  in 
place  regulations  which  provide  for 
the  transportation  of  direct  purchase 
gas.  For  example,  section  311(a)  of  the 
Natural  Gas  Policy  Act  of  1978,  and 
the  Commission’s  implementing  regu¬ 
lation,  permit  the  transportation  of 
natural  gas  by  interstate  pipelines  and 
local  distribution  companies,  without 
prior  Commission  approval.  This  pro¬ 
vides  a  vehicle  whereby  an  intrastate 
pipeline  company,  including  a  so- 
called  Hinshaw  Pipeline,  or  a  local  dis¬ 
tribution  company  selling  gas  directly 
to  an  end-user,  or,  transporting  gas  for 
a  producer,  may  arrange  to  have  an  in¬ 
terstate  pipeline  company  transport 
the  gas  on  its  behalf.  Additionally, 
high  priority  industrial  users  may  take 
advantage  of  the  Federal  Power  Com¬ 
mission  Orders  No.  533,  533A  and  the 
Federal  Energy  Regulatory  Commis¬ 
sion  Order  No.  2,  which  allow  the  issu¬ 
ance  of  certificates  for  the  transporta¬ 
tion  by  interstate  pipeline  companies 
of  gas  purchased  directly  from  produc¬ 
ers.  The  Commission  currently  is  con¬ 
sidering  a  similar  direct  purchase  rule 
for  high  priority  and  essential  agricul¬ 
tural  users,  as  defined  in  the  NGPA. 

None  of  these  final  or  proposed 
rules,  however,  would  provide  a  means 
for  users,  such  as  lower  curtailment 
priority  industrial  companies  or  elec¬ 
tric  utilities  who  may  now  be  in  a  posi¬ 
tion  to  displace  large  quantities  of  fuel 
oil,  to  arrange  for  transportation  by 
interstate  pipeling  companies  of  gas 
purchased  directly  from  producers. 
Moreover,  there  may  be  certain  situa¬ 
tions  in  which  the  transportation  by 
an  interstate  pipeline  company  of  gas 
purchased  directly  from  an  intrastate 
pipeline  or  a  local  distribution  compa¬ 
ny  or  gas  which  a  local  distribution 


company  is  transporting  for  a  produc¬ 
er  may  not  qualify  under  section 
311(a)  of  the  NGPA,  or  the  pipeline 
company  elects  not  to  used  that  au¬ 
thority.  Hence,  the  rule  we  are  propos¬ 
ing  fills  a  gap  in  existing  natural  gas 
regulations. 

Under  this  proposed  rule,  any  inter¬ 
state  pipeline  may,  file  with  the  Com¬ 
mission,  under  section  7(c)  of  the  Nat¬ 
ural  Gas  Act,  an  application  for  a  one- 
year  certificate  to  transport  gas  pur¬ 
chased  by  an  “eligible  end-user”  from 
an  "eligible  seller.”  An  “eligible  end- 
user”  would  be  anyone  who  consumes 
gas  for  a  use  certified  by  the  Economic 
Regulatory  Administration  to  displace 
fuel  oil.  An  “eligible  seller”  would  be 
any  willing  seller,  including,  among 
others,  producers  and  any  local  distri¬ 
bution  companies  and  intrastate  or  in¬ 
terstate  pipeline  companies  not  using 
the  section  311(a)  vehicle.  However,  an 
interstate  pipeling  company  would  not 
quality  as  an  “eligible  seller”  if  the 
natural  gas  it  proposed  to  resell  to  the 
end-user  was  committed  or  dedicated 
on  November  8,  1978,  within  the  mean¬ 
ing  of  section  2(18)  of  the  NGPA. 

Within  the  next  several  days,  we 
intend  to  publish  in  the  Federal  Reg¬ 
ister  the  proposed  rule  and  prescribe 
a  date  upon  which  the  Commission 
must  complete  final  action  on  the  pro¬ 
posal,  as  provided  in  section  403(b)  of 
the  DOE  Act. 

However,  given  the  urgent  need  de¬ 
scribed  above  to  reduce  our  demand 
for  imported  oil,  we  urge  the  Commis¬ 
sion  to  issue  the  proiK)sed  rule  as  an 
interim  final  rule,  effective  immediate¬ 
ly,  with  provision  for  later  modifica¬ 
tions  after  consideration  of  public 
comments. 

Concurrently,  ERA  will  promulgate 
a  special  rule  which  establishes  the 
procedures  for  ERA  certification  that 
the  usage  of  natural  gas  will  displace 
fuel  oil  and  otherwise  to  be  “eligible 
use.”  The  ERA  certification  is  intend¬ 
ed  to  assist  the  Commission  in  expedit¬ 
ing  its  review  of  certificate  applica¬ 
tions.  If  the  Commission  issues  an  in¬ 
terim  final  rule.  ERA  will  likewise 
issue  its  special  rule  in  final  form  im¬ 
mediately,  since  the  current  oil  situa¬ 
tion  is  one  which  is  “likely  to  cause  se¬ 
rious  harm  or  injury  to  the  public 
health,  safety,  or  welfare”  as  that 
term  is  used  in  Section  501(e)  of  the 
DOE  Act. 

Sincerely, 

James  R.  Schlesinger. 

Secretary. 

Honorable  Charles  B.  Curtis, 
Chairman,  Federal  Energy  Regulatory 
.  Commission, 

825  North  Capitol  Street,  N.E., 
Washington,  D.C.  20426. 

[FR  E>oc.  79-8985  Filed  3-21-79;  9:33  am] 
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